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1. PRODUCING OIL COMPANIES IN NIGERIA RECENTLY RECEIVED LETTERS 
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FROM A LOW-RANKING MINISTRY OF MINES AND POWER OFFICIAL SIMPLY 
INFORMING THEM THAT THE GOVERNMENT WILL PAY ONLY "NET BOOK VALUE" 
INSTEAD OF "UPDATED BOOK VALUE" FOR PART OF THE ASSETS ACQUIRED 
UNDER THE RECENT PARTCRPATION AGREEMENTS. (THIS APPLIES TO THE 
DIFFERENCE BETWEEN 35 PERCENT PARTICIPATION EARLIER AGREED WITH 
ELF, SHELL-BP, AND FOR ALL INTENTS AND PURPOSES AGIP/PHILLIPS ON 
THE BASIS OF UPDATED BOOK VALUE AND THE NEW UNIFORM LEVEL OF 
55 PERCENT. MOBIL AND GULF ARE RELUCTANT TO COMPLAIN ABOUT 
RECEIVING NET BOOK VALUE FOR THE ADDITIONAL 20 PERCENT LEST THEY 
JEOPARDIZE THEIR CLAIM TO UPDATED BOOK VALUE FOR THE 35 PERCENT.) 

2. NIGERIAN HAS BEEN WIDELY REGARDED AS ONE OF THE MOST MODERATE 
OF THE MAJOR OPEC COUNTRIES. EXPORTS WERE NOT EMBARGOED AND 
PRODUCTION NOT CURTAILED DURING ARAB-ISRAELI CONFLICT. PARTICI- 
PATION AND SECOND QUARTER BUY-BACK PRICES WERE SETTLED AMICABLY AND 
DECISIVELY. THERE HAS BEEN NO CHANGE IN THE GOOD PERSONAL 
RELATIONSHIPS BETWEEN EXPATRIATE OILMEN AND GOVERNMENT OFFICIALS 
(AND THE FIRST MEETINGS OF MANAGEMENT COMMITTEES UNDER 55 PERCENT 
FMG-OWNERSHIP CAUSED NO SHIFTS OF COMPANY POLICY), BUT THE 
UNILATERAL DECISION TO PAY LESS COMPENSATION THAN THE COMPANIES 
HAD BEEN LED TO EXPECT TYPIFIES SEVERAL RECENT EXAMPLES OF 
PRESSURE BROUGHT BY THE FMG ON THE PRODUCING COMPANIES. OTHER 
EXAMPLES: 

- PRODUCTION RESTRICTIONS ON NEW OIL RESERVOIRS (SEPTEL) 

- ROYALTY RATES INCREASED 2-4.5 PERCENTAGE POINTS (LAGOS 
6753, 6867) 

-DELAY IN IMPLEMENTING AGREED BUY-BACK PRICES (LAGOS 6753, 

6868) 

- SUSPENSION OF TEXACO/CHEVRON PRODUCTION (LAGOS 3965, 4993) 

- CONTINUED PRESSURE AND DELAY IN APPROVAL OF EXPATRIATE 
WORK PERMITS. 

3. NIGERIAN GOVERNMENT HAS ALWAYS SOUGHT TO MAXIMIZE CURRENT 
OIL REVENUE, AND THE ABOVE MENTIONED ACTIONS ARE FOR THE MOST 
PART CONSISTENT WITH THIS POLICY. RECENTLY ACQUIRED SURPLUSES 
FREE THE NIGERIANS, HOWEVER, TO INDULGE IN SOME ACTIONS WHICH 
HAVE A MARGINALLY NEGATIVE EFFECT ON REVENUE. PRESSURE AGAINST 
THE COMPANIES IS PROBABLY DESIGNED TO MAINTAIN THE UPPER HAND 

OF THE GOVERNMENT AND KEEP THE COMPANIES SLIGHTLY ON THE DEFENSIVE. 
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ABOVE 

ALL ELSE, THE GOVERNMENT WANTS TO KEEP ITS OPTIONS OPEN, 

TO DELAY, FOR EXAMPLE, JOINING IN ANY OPEC-WIDE PRODUCTION 
CUTBACKS BUT MEANWHILE DEMONSTRATING TO THE COMPANIES (AND 
CONSUMING COUNTRIES) THAT IT HAS THE MEANS AND THE WILL TO 
IMPLEMENT ANY DEGREE OF CONTROL IT MAY DECIDE. 

REINHARDT 
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